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LHE ROYAL COMMISSION ON COAL (1959) 


the People of this area. Throughout the near-century of tts 
eristence, the industry has experienced cycles of prosperity 


and Poverty, of high demand for the products or a famine of 


During the lean years, doubt has heen expressed ds to she 
ture of the industry and the advisability of retaining the 
mines. Yet, due to changing conditions a few years later, 


e industry found itself expertencing a renewed demand for 


he product, even to the extent that the Dominion Government 


stion. We submit that, in a short Space of time, demand 


the product as a source of energy will rise sharply, i ae 
and the value of protecting the industry through the difficult 
riod will be evident. The reasons for this expectation, 


ther with advantages of retaining the industry, will be 


Welk lk ks 


presented for the Commission's consideration. 

If Reserves of the Lethbridge Coal Field 

The 1958 Annual Report of the Mines Division of the 

Department of Mines & Minerals of the Province of Alberta. 
estimates the reserves of the Lethbridge area at 700 million 
tons of Bituminous "C", High Volatile coal. The seam lies 
in an area of 150 square miles, mainly north and west of the 
City of Lethbridge, being approrimately four to five feet in 
thickness, The coal has superior characteristics for domestic 
use with a low moisture content giving it good storage qualities. 
in addition, tt ts well suited for tndustrial use and steam- 
raising purposes, having been used in such a role for many 
years. The coal is of a non-coking variety. The deposits of 
coal, therefore, represent a tremendous asset and valuable 


energy source. 


Iit Factors Contributing to the Present Position of the Coal 
Industry 


It is not necessary to go into a long dissertation on 
the dwindiing market for coal for domestic heating and in- 
dustrial use. Suffice it to point out that the rapid dis- 
eovering of o1f and natural gas has resuizved in a very 
substantial surplus of these competitive fuels in the market 
area for Lethbridge coal. The laying of a network of pipe- 
lines across the market area has allowed gas to largely 


displace coal as a means of household heating. There appears 
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to be little ground for expecting coal to regain any sig- 
nificant portion of the household market. The future market, 
therefore, Gppetrs 1G Le ia che (Fealm of tndustrial use, 
powervgeneravion and; (to a lesser yexrtent, tcommercial heating. 

The GpiLyey lef tie leodl Vindustny (60 \capture ia: ishare) of 
the industrial market at the present time ts seriously 
hampered by three main factors:- 

First - The low well-head prices now being paid for natural 
gas ave’ to “the "surplus «of «the commodity and thexsconvinued 
delivery of gas on previously signed, extremely low-priced 
contracts. 

Second - The two-part system of pricing of natural gas, 
whereby the householcer and smoil commerctalvuser payone 
price for their fuel, with the industrial users!’ rate being 
set at such avlevel as wilivreep them) on gasnor- converter 
them to gas from other fuels. (Under such oa sysvem; tanud wrth 
rates set which utilities are allowed to earn, the industrial 
rate can be set at such a level as is\ necessary to meet, and 
thereby stifle, competition, while the semi-captive house- 
holders' rate can be set to provide the necessary return for 
profitable Operation Of) Lire aen lacy Variet cosy Ulisse es 
maintain that the increased volume pays some part of overhead 
and thusgy tn the Final analysis, vreacius tolthel benef ite of 
the householders' rate, the fact remains that the two-part 
pricing system places competitive fuels at a major disadvantage, 


and, tn some cases, creates an impossible sttuation. This 
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practice tS porticudariy evident itn areas where natural gas 
ts being introduced for the first time. 

Third - The price of coal used for domestic heating purposes 
varies greatly according to size - the larger sizes commanding 
a higher price. Under present market conditions itt is, 
therefore, essential that operators of coal mines employ 
costlier methods of mining. in order to obtain a maximum of 
the premium-sized product. ‘he requirement of a large per- 
centage of plus 2" coal prevents the use of specialized 
high production continuous mining machines. Until sufficient 
industrial market ts available, the domestic industry cannot 
take full advantage of the latest advances tn coal mining 
technology. However, as the tndustrial market becomes 
available, employment of such machines will materially reduce 
production costs and greatly improve coal's competitive 
position. 

Future Prospects for the Coal Industry 

LG tS @ntTtecipated That the Rere few veers, Posstply 
four or five, will represent the most dijsyjicul’ time for thre 
coal industry. With the United stotes burning deco billion 
cubic feet of gas per hour, Ce fee american Gas Assoctation 
predicting a doubling of the industry's sales in the next 
ten years, the era of surpius natural Gas Gh unrediistically 
low prices will come to on end. As pipelines reach their 


capacity, the large volume of "surplus" gas now sold at bargain 


prices to industry will, no dowot, be diverted to more 
lucrative markets or otherwise be required to pay tts way by 
commanding higher prices. <A survey included in the joint 
submission of the Canadian Western Natural Gas Company in 
Calgary and North-Western Utilities Ltd. in Edmonton before 
the Borden Commission, predicted greater competition for gas 
supplies by exporters. Higher costs of producing and distri- 
buting tn the future will likely make gas less attractive to 
industries than coal. 

in support of the foregoing statements, already signs of 
correction are evident. Pipeline companies have had to raise 
well-head prices and escalator clauses are in effect. In 
Alberta, the year 1959 saw substantial increases in the price 
of gas to many industries and power generation stations. 

Under simtlar conditions in the United States caal 18 
making a@ strong comeback, particularly in the field of power 
generation. 

We believe the realization that gas is a "superior fuel" 
and should be reserved for "superior" heating purposes and 
spectalized processes will certainly curtati,, tf GGL pPronretc, 
the use of gas under botlers in many installations. The 
Federal Power Commission tin the United States has given 
concrete evidence that tt feels that the time has already 
arrived for suchseerion, in a LSSS decision, The Pele. 
tssued an order denying natural gas service to Consolidated 


Edison Company, New York, for boiler fuel purposes. 
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Subsequently, the Third Court of Appeals in Philadelphia 

set raside the 1F,PIC, "stcrdervon the basis that the’ Commission 
overstepped its authority and was acting in a "concervation 
role" in which it had no jurisdiction. While the order was set 
astde on a technicality, the fact remains that the Government- 
appointed Federal Power Commission has clearly indicated it 
feels the time has arrived for ‘concrete action to curtatl the 
use of gas in certain major installations. When\'such conditions 
becomes prevolenvy (Gre codl and oas inverests are visualized 
nore in phe. Line of complementary, rather than competitive, 
tndustries. 

The constant discovery of new chemical processes and 
technological break-throughs have resulted in the continual 
uporadings of tnduszrial minerals ond “other natural resources 
and) this’ process) appears to be acteLlereting. | inthe Line of 
Cool,.@ recently announced process by which non-coking coal 
can be made to coke.could rapidly upgrade the Lethbridge 
deposits And breccenitre maerkesc*norizon to wmeludey the’ steel 
industry. *Theinew procese ts the basis af recentiy disclosed 
plansnfor arses mtli~on goiter’ plant. av Kemmerer; Wyoming. 
Thus; new freids arevconstantly | being opened up, “any” one of 
which can completely change the future prospects of the coal 
industry. With the tempo of research on coal, especially in 
the United States, being accelerated, announcements of new 
discovertes and processes can be expected at more frequent 


intervals. 
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The increasing demand for electrical energy will have its 
repercussions in the coal industry. The first phase, whereby 
power plants: are, docoted on topror, strippable coal seams, Ts 
already in progress. When available strip coal has been ear- 
marked for established, or projected additions to, generating 
stations, the second phase of using underground coal will 
recetve attention. Again, looking to the United States for 
indications of the trend, we find underground mines producing 
coal in large tonnages for electric power generation with 1959 
jroures rising by 15% over the previous year and an estimated 
further 15% increase to 186 million tons in 1960. In view of 
Che UNANTMOUS IPreCteCrLONs Of -erperts,. Ga Steady twierecse 77h 
electrical energy requirements Coupled with proey of the 
already-established large scale demand for coal for this purpose 
tn the United States, tt ts realistic to expect the same trend 
Go soon become evident in Canada. 

As tndustrial tonnage becomes available, it will be 
possible for coal mining companies to take advantage of 
"continuous miners” and other companion machines, especially 
designed for high-speed production of small coal. The output 
per man day will rise materially, thus further enhancing coal's 
competitive position. 


Various Advantages of Retaining the Coal Industry in Southern 
Alberta. 


We submit thet the coal industry is a valuable asset to 


Southern Alberta which should be retained and advance herewith 


eta eae 


a few of the major reasons for such views. 

IRE COdLl MERTAG UnaUuscry poe one, OF; the Largest, tf not 
the largest, single employer of men during that time of year 
when unemployment ts a major problem. With senior governments 
so concerned as to pay 75% of the cost of winter-works programs, 
tt would appear that assistance to the coal industry, which 
permanently fulfills such a role, is worthy of consideration. 
The amount of money paid out in the form of unemployment 
benefits in the ered vs macerially reduced by the presence of 
this long established winter-works industry. The fact that 
assistance will be required for but a few years makes granting 
such assistance even more attractive. 

The industry employs many agricultural workers from small 
jarms during their off season, thus supplementing the income 
of @ group which otherwise would have a difficult time. 
Provision of this employment forestalls migration of the workers 
into the city, thereby averting further complication of the 
urban unemployment picture. 

Ihe movement of large tonnages of coal from the mines 
contributes matertally to railway freight traffic, thus in- 
directly creating employment for another sector of the working 
Ppoptlation. The movement of the majority of the coal from 
Southern Alberta fields at a time when other freight ship- 
ments are ata low ebb again provides employment when tt ts 


most needed, 


eyes 


One of the major advantages of retaining the coal 
INGUSTrY Will nol ve Fully reaivecd for another two or three 
years but it ts of such importance as to warrant special mentton, 
It 48 G8 a. Competitive source of energy. AS energy costs 
(USC, PE COLLIOPe 07 Uinost, Imporvance FO. any area to nave 
agltvernote sources of energy. 10 G@ilow one: of the major sources 
of supply to disappear from the scene would, to a large extent, 
remove the CompetitLrue aspect, One of the major avtractions 
of Seouciern, Alberta or wnduserry to Low fuel costs. Whee 
these wili rise as predicted by the experts, the presence of 
competitive fuels will tend to temper such increases in much 
the same manner as competitive transportation systems tend to 
Stabilize their rates. Jin the same manner that competitive 
vranspoers rotes ore a factor in attracting i 7ndustries,» Sa ve 
the presence of comperit ive fuels, LOT this yeason |The Te- 
taining of the coal industry in Southern Alberta.ts:. of major 
importance. 

The Lethbridge area with its vast reserve of YOO million 
tons of coal and necessary water for cooling purposes will 
be a logical location for a large power-generating station 
when energy requirements increase. Therefore, maintenance of 
the industry, with tts valuable assets in the form of an 
established cleaning plant and developed mine and crew of 
specially certificated men, appears most wise. The plant and 


underground development as it now stands represents an asset 
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of over $1,000,000.00 as an operating concern. The loss 
of this industry when recovery of markets appears relatively 
cZose at hand would be a serious waste of assets. The 
obtaining of the spectalized and certificated working force. 
necessary for re-establishment of the industry would present 
a major problem and involve high costs and a considerable 
time delays. 

From a national defense point of view, the retention of 
the present coal industry appears most wise. In the minds 
Of these tin-authorityy world conditions-are such os fo warrenty 
the ‘ezpendituremof hundreds of midiions of dollars per year 
on defense. Under such conditions, the retention of a healthy 
fuel and energy picture on the home front is of utmost 
importance. We submit that, should another emergency arise, 
the Coal tnrdustryiwould vage@in be calleduupon to provide fuel 
and energy inesubetoential amounts. This can. -only be done 
tf the present small remaining coal industry is kept intact. 

The assistance necessary to hold the present Western 
industry through the lean years ahead might well be measured 
in terms of one or two fighter planes or missiles a year 
(which are, tn many cases due to the rapidly changing picture, 
obsolescent before they become fully operational). When 
thought of in this light the relative advantage of holding the 
coal industry for defense purposes alone is apparent. 

Again, from the national point of view, tt would not 


appear wise to disrupt the orderly production of an almost 
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tnerhaustible material resource such as coal on which the 
country in the near future must rely for increasing amounts 
of energy, while temporary low-cost competitive fuels 
capture more markets than are necessary for their profitable 
operation. 

fhe underground section of the tnduatry has been drastically 
PEGdUucEed in Stze unites Only © bore Nucleus 18. in. exrisvence. 
In the matn, the continued operation of the remaining compantes 
ts indicative of their relative strength, effictency, 
SLeLtDiLity.. ond a Preferences PoP TAetr! Pprogucusen) JW aiort, 
those tn existence represent the most hardy members of the 
one-time large industry and therefore are the operations 
which will give maximum returns for assistance rendered. 
The fact that only a bare nucleus remains points up the 
urgency of the situation, 
Recommendations 

Kor those, reasons set for tn in thee ries, we etrongly 
recommend to the Commission that the Government of Canada 
be urged to render auch assistance as may be necessary to 
maintain the present eristing nucleus of the coal industru 
in Western Canada, and, in particular, that in the Lethbridge 
area. We feel assistance can best be given in the form of 
establishing or earmarking for the industry the necessary 


baste tonnages that will allow the operations to continue on 
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a "break-even" basis through the present difficult period. 
This might well be accomplished through subsidy, subventions 
or the designation of certain specified markets for coal. 

We suggest that the Dominion Coal Board would appear to 
be the logical agency to work out the details as to the amounts 
and location of such tonnages, together with other adminis- 
trative details required to implement this recommendation. 

We appreciate the opportunity ee, has been afforded to 
present this brief to the Commission, 


Respectfully submitted, 
LETHBRIDGE CHAMBER OF COMMERCE . 
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Daye (0 CONNELL, C. Le SIBBALD, 
EXECUTIVE SECRETARY PRESIDENT 
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